










(Publicly Listed Parent/Subsidiary Pairs: Benchmarking to TOPIX and Market
Distortion)






This paper explores the impact of publicly listed parent/subsidiary pairs on the
pricing and volatility of companies’ shares.
We construct a noisy rational expectations equilibrium model in which a parent and
its subsidiary company are both publicly listed. Two classes of traders participate in腀 the
market: institutional investors who have private information on the fundamentals of
listed companies, and individual investors who have no private information. A key
feature of the model is that institutional investors attempt to optimize the risk-return
tradeoff relative to TOPIX, the capitalization-weighted index of the stock market.
Individual investors are assumed to act without reference to any performance
benchmark.
Within this framework we first establish the rather obvious result that the market
portfolio of all outstanding shares is not an efficient portfolio. This result implies that
benchmarking to TOPIX, which is the surrogate of the market portfolio without any
adjustment for double-counting of parent/subsidiary pairs, generates excessive demand
for shares of the subsidiary company. We analyze the equilibrium of our market model
and show that (1)the price of the subsidiary company’s share is pushed up to a level
higher than that implied by its fundamentals, (2)the share price of other companies who
are highly correlated with the subsidiary company receive similar effect, (3)the
subsidiary company’s shares become more volatile and (4)tend to respond more to good
news than to bad news.
The results of this paper suggest that using TOPIX as the performance benchmark,
which is the prevailing practice in evaluating pension fund managers and other
institutional investors, may be causing distortion in share prices and volatilities of




















































鏺陻諩识苌躞覿醍詺釦 1 裊苍 NTT 荨荒莂苅 TOPIX 苌 6.45膓苰部苟苩腂醼苉荚荵莓腼荃
莌荵莓腅荗莃荰莓腩釦 5 裊腁鎯 1.73%腪腁鏺陻草莉荎莋腩釦 13 裊腁鎯 1.16%腪腁 NTT 荦腛
荞腩釦 23 裊腁鎯 0.72%腪腁込覺鋊遍赈识腩釦 38 裊腁鎯 0.55%腪腁裉鎡銉荥荎荭荔荃荇莓荘
腩釦 88 裊腁鎯 0.25%腪腁苈苇苌蹱觯軐豑芪躞覿醍詺迣裊 100 軐苉諧苰闀苗苄芢苩腂酓里苅
芢芤苆腁TOPIX 苉部苟苩蹱觯軐苌躞覿醍詺铤鞦苍 12.95%腁遥觯軐躝芿閪苌躞覿醍詺铤鞦
苅苠 8.17%苰部苟苩腂苜芽腁鎌还苉苂芢苄蹳迪釦裪閔裈詏苠諜苟苩苆腁1999 鑎苉迣迪芵芽
73 軐苌芤芿遥觯軐苌软躑铤鞦 20%銴苌諩识苍 16 軐苉苌苚苩苆芢芤腂芠苩芢苍腁鏺鞧邻跬
                                                
1  賺邶鑎诠諮诠顁趇觯腵鑎诠躑蹙襞靰苌諮陻闻遪腶1996 鑎 5 貎跴鋨腂
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芷芢腂費距腁JT 苌钭赳跏誔躮醍邔苌 3 閪苌艑苍邭镻芪闛靌芵苄芢苩11腂花苌閔閪苍蹳迪苉
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